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September 29, 2006

Independent Auditors' Report

Northwest Acodemy
Charlevgix, Michigan

We have audiled the accompanying financial statements of the governmenial octivities and the
major fungd of Northwest Academy [ihe “Academy”], as of ond for the year ended June 30, 2004,
which colleclively comprise the Acodemy's basic financial sictements as listed in the table of contents.
These financial statements are the responsibility of the Academy’s management. Our responsibility is to
exprass opinions on these financial statements based on our audit.

We conducted cur qudit in accordance with avditing stondords generolly accepted in the United
States of America and the standords applicable to financial audits contained in Government Auditing
Standards, issued by the Compirolier General of the United States. Those standards require that we
plan and periorm the cudit o obtain reasanable assurance about whether the financial statements
are free of material misstatemeni. An audit includes examining, on a fest basis, evidence supporting
the aomounts and disclosures in the financial stafements. An qudit giso includes assessing the
occounting principles used and signiftcant estimates made by management, as well as evoivating the
cveral financiat statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

The Academy lacked support for amounis paid from and received into the Activities Fund.
Accordingly, it was not practicable for us to extend our audit of such disbursemenis and receipts
beyond the amounts recorded. Those amounts are included in the Fiduciary Fund and represent 100
percent of the assets and liobilifies of the Fiduciary Fund.

in cur opinion, except tor the effecis of such adjustments, if any, as might have been defermined o be
necessary had the amounts paid from and received inio the Fund been susceplible fo sotistactory
audit tests, the respective financial position of the governmental aclivities ond the major fund of
Northwest Academy, as of June 30, 2004, and the respective changes in financial position, thereof for
the year then ended, in conformity with accounting principles generally accepiedin the Uniied States
of America,

in accardonce with Government Auditing Standards, we have olso issued our report dated September
29,2006, on our consideraiion of Northwest Academy's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracis, grants, ogreements
and other matters. The purpose of that report is to describe the scope of cur testing of infernal control
overfinancial reporting and compliance and the results of that Testing, and not to provide an opinion
on the internal confrol over financial repoding or on compliance, That report is aninfegral pan of an
audit performed in accordance with Government Auditing Standords and should be considered in
assessing the resulis of our audit.
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Northwest Academy
Chorlevoix, Michigan

The management's discussion dnd analysis and the budgetary comparison information are not @
required part of the basic financial statements but are supplementary information required by
accounting principies generally accepted in the United States of America. We have applied cerfain
limited procedures, which consisted principally of inguiries of management regarding the rmethods of
measurement and presentation of the reguired supplementary information. However, we didnot cudil
the informalion and express no opinion on it.

Qur audit was conducted for the purpose of forming opinions on the financial statements thot
colleclively comprise Northwest Academy's basic financial statements. The accompanying other
supplemental information is presented for the purpose of additional anclysis and is not o required part
of the basic fingnciol statements. The statement of receipts and disbursements - Fiduciary Fund has
not been subjected to the audiing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinton on them,

el et

CERTIFIED PUBLIC ACCOUNTANTS
Petloskey. Michigan



Management’s Discussion and Analysis

Overview of the Basic Financial Stafements

Northwest academy's {the "Academy's") basic financial siatements include government-wide
statements, fund finoncial statements and notes to the finoncial statements. This report also

contains required and other supplemenial information in addition to the basic financial
statements

Government-wide Financial Statements

The governmeni-wide financial statements report information on all of the Academy's non-
fiduciory funds. The government-wide staiements are designed to provide readers with a broad
overview of the Academy's finances, in a monner similar to o private-sector busingss.

The Siafement of Netl Assels displays all of the Academy's assets ond liabilites, with the
difference reported as net assets. All long-term ossets and debt obligations are presented.

The Statement of Activities focuses on the gross and net cosi of the various funclions within the
Academy {instruction, support servicas, elc.), which are supported by the Acodemy's general
revenues {unrestricted staie aid, etc.).

Fund Financial Sfatements

The fund financial statements report on the governmental funds, with an emphasis on major
tungs. Major funds are determined by the level of aclivity within the various funds. The focus of
the fund finoncial sioiements is on the sources and uses of funds during the current vear.

The fiduciary fund is also presented separate from the governmental funds, due 1o the fact thal
these assets do not represent assets of the Academy. These assefs are nof presented as part of
the Government-wide financicl statements.

Northwest Academy maintains one individuol governmenial fund.  informatlion is presented
separafely in the governmental fund batance sheet and the governmental fund sialement of
revenuas, expenditures and changes in fund balances for the General Fund which is considered
a major fund.

Notes to the Financial Statemenis

The notes provide addilional informatfion which is essential 1o o full understanding of the data
provided in fhe governmeni-wide and fund finonciol siciements.



Gavernmeni-wide Financial Analysis

The table betow summarizes the Academy's net assets as of June 30, 2006 and 2005:

Nodhwest Academy
June 30, 2006 and 2005

2006 2005
Assets
Cumrent and other assets $ 142,927 5 ©6,692
Capital assefs - net of accum dep 502.893 515835
Totol assets 645,820 612.527
Liabilities
Current fiabilities 78,864 72,817
Noncumrent liabilities 444 892 410,032
Total liobilities 523,756 482,849
Net Assets
Investment in capital assels, net of relofed debt 40,787 81,838
Unrestricted 81.277 47 840
Totdl net assets $ 122,064 3 129.678

At the end of the fiscal vear, Northwest Academy is oble to repon positive balances in oth
categories of net assets. The first portion of the Academy's net assels is its investrment in capiial
assets [land, building and eaguipment}, less any related debt used to acauire those assets that is
stifl outstanding. The Acodemy uses these capital assets in providing educational sarvices.
consequently these assets are not available for future spending.

The remaining portion of net assets, unrestricted net assets, may be used at the Acoademy’s
discretion to meet ocngoing okligafions,

it



The resulls for the School as o whole are reported in the Statement of Activities, whnich is
summarized below:

Northwesi Academy
Year Ended June 30, 2004 and 2005

2006 2005
Revenve
Program revenue:
Granfs and contrioulions $ 47,149 $ 36,848
General revenue;
Siote aid, unrestricted 454,982 402,640
Infergst and investment eamings 156 161
QOther 5,045 1,878
Total revenues 307,332 441,527
Function/Program Expenses
Instruction 256,347 279130
Support services 214,974 143,181
Interest/fess on long-ferm debt 30,681 31.95¢
Depreciafion {unallocated) 12,942 14,329
Toigk expenses 514,244 448,599
Change in net assets {7.614] [27,072)
Net assefs - beginning of year 129,678 156,750
Net assets - end of year $ 122064 b 129,678

As reported above, the School recorded $514,946 of expenses. The majority of the Academy's
revenues were rom unrestricted state aid (90%) and grants and contributions (9%).

The Academy would not have experienced ¢ decrease in net assets had $47,245 not been
expensed as supporiing services for carpefing and painting.  Enroliment ond corresponding
state oid incregased from the past year without a proportionate increase in expeanses, other than
the cormpeting and painiing.

Fund Financial Analysis

As of vear end, the governmentol fund reported a fund balaonce of $81.277 which is $33.437
more thon the beginning of the yvear. The increase was due fo increasing enroliment and
corresponding increase in state cid. Since, the proceeds from refinancing the pullding debt is
included as a source of funds in the fund financiol statements, the carpeting ond painfing
expenditures paid from these funds did not have the effect of reducing the fund bolance as it
did with net assais.

i



General fund Budgetary Highlights

Final budgeted revenues and expenditures were more than originally budgeted 1o refiect the
increasing errollment and state ¢id,

Final revenues and expenditures were very close to the final budgeted amounts,

Capital Assets

Al June 30, 2004 the School had 3422,035 invested in capital assets. The following iable
summarizes the capital asset activity for the yeor:

Northwest Academy
Year Ended June 30, 2006

July 1, 2005 Additions Bisoosals June 30, 2006

Land and improvements g 75000 % - $ - 3 75,000
Buildings and improvements 540,122 - - 540,122
Furniture and equipment £.933 - - 4,933
Total capital assets £22,055 - - 622055
Less accum. depreciation 106,220 12942 - 119,162
Nes copital assets 3 515,835 3 [12.942) % - 3 502.893

Debt Quistanding

At the end of the year, the Academy had $4462,1046 outstanding for a building capital lease.
Below is the delbt activity for the year:

Northwest Academy
Year Ended June 30, 2006

July 1, 2005 Additions Reductions June 30. 20035

Building capital lecse 3 433997 } 467,185 3 439076 S 442,106

Most of the long-term debt was refinanced during the year and additional debt proceeds of
$50.115 were obtained and used primaorily for carpeting and painfing of the buiding. The
reduciion is ottributable 1o the refinancing and reguiar debi poyments.

v



Economic Factors

The economic factors which are most impacting Northwest Academy with respect to this
linoncial report are our sources of funding and student enroliment.

Northwest Acodemy is a public school academy. Sources of funding ovailable 1o public schooi
academies differ significanily from those sources available to traditional public schools. Public
school academies are not dllowed to float bonds {0 pay for facilifies and exfra needs.
Approximately 25% of Northwest Acodemy's funds available to appropriote are generaied by
the Siate foundatfion grant. The grant is based on student enroliment and serves as our largest
source of funding for both operations ond facilifies. Public school academies do receive services
from the local intermediate School District and those funds fall under the Title programs that we
qualify o receive. These funds amount {o less than 5% of our total income.

Over the last twe vears, Northwest Academy's enroliment has been impacied by iarge classes
that graducated in 2004/2005 and 2005/2004 scheool years, Our envoltment increased by 30% this
past year due to the major renovalions ond facility improvements that we completed in the
summer of 2006, With the projectied addition of grades K thru 4 we should see our enrolilment
steadily increase in the coming years. It is very difficult for public school academies fo grow
while both the facility and operational expenses are dependent on a single source of funding.

Financial Contact

The Academy’'s financial statements are designed to present users with a general overview of
the Academy's finances. Questions concerning any of the informatfion provided in this report or
reqguests for additicnal financicl information should ke drected fowords the Business Office,
Northwest Academy.



NORTHWESY ACADEMY
Staiement of Net Assets
June 30, 2004

Sovemmenital
Activities
Assetls
Cumrent Assels
Cash $ 41,960
Due from other governmental uniis 100,967
Total current assets 142,927
Noncurrent Assets
Capital assets 622,055
Less: accumuiated depreciation (119.162]
Total noncumrent assets 502,893
Total assels $ 545,820
Liabilities and Net Assets
Current Liabllities
Accounts payable 3 4,496
Short term note pavable 5.5%6
Accrued expenses 51,558
Building capital lease, due within one yeor 17.214
Total current liabilifies 78.864
Noncurrent Ligbilities
Building capital lease. net of cumrent portion 444 892
Total liobilities 523,756
Net Asseis
investment in capifal assets, net of related debt 40,787
Unrestricted 81.277
Total net assets 122,064
Total iabilities and net assets ¥ 645,820

See occomporying noles 10 the bosic financial staterments,




Functions/Programs
Governmental Activities:
instruction
Support services
Interest on long-term debt
Depreciation {unallecated)

Total governmental aclivities

NORTHWEST ACADEMY
Statement of Activities
Year Ended June 30, 2004

Net Revenus
[Expense} and
Changesin Net

Program Revenuss Assels
Charges for Opegrating Gronts Governmenial
Expenses Services and Contributions Activities

$ 258,347 % - $ 34,881 $ (221,466)

214,976 - 12,268 {202.708)

30,481 - - (30,681

12,942 - - (12,942}

3 514,746 $ - 3 47,149 {467,797}
General Revenues:

State aid, unestricted 454,982

Inierest and investment earnings 158

Other 5,045

Total generol revenues 440,183

Change in nef assets {7,614}

Net assets - beginning of year 129,678

Net assets - end of year % 122,064

See ascompanying noies o ine basic financial siaiemants. 4




NORTHWEST ACADEMY
Governmeniai Funds
Balance Sheet
June 30, 2004

General
Assets
Cash $ 41,980
Due from other governmenial units 100.967
Total assets $ 142,927
Ligbiliiies and Fund Ralance
Liabilities:
Accounts payabie $ 4,496
Short term note payable 5596
Accrued expendijures 51.558
Total liabifities 61,450
Fund Balances:
Unreserved:
Undesignated 81,277
Totat liabilifizs ond fund balances
% 142,927

Sge accompanving notes to the basic fimancial staterments, 5



NORTHWEST ACADEMY
Governmental Funds
Recenciliation of Balance Sheet of Governmental Funds 1o Net Assets
June 30, 2006

Total Fund Balances - Governmental Funds $ 81,277

Arnounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities are not finoncial
resources and are not reported in the governmental funds
baolance sheet

Cost of copiial assets 622,055
Accumulaied depreciation (119.162)

Long-term fiabilities are not due and payable in the current pericd
and are not reporied in the governmeantal funds balance sheet

Building capital lease {462,106)

Total net assets - governmental aclivities 122,064

See accompanying noles to the basic financial slotemants. &



NORTHWEST ACADEMY
Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances
Year Ended June 30, 20046

General
Revenues

Local sources 3 7.403

State sources 470,282

Federat sources 18,613

niercistrict and other sources 11,034

Total revenues 507,332
Expenditures

Curent:

Instruciion 256,347
Support services 214,974
Debt service:
Principol 22,006
Interest 30,681
Total expenditures 524,010
Excess {deficiency} of
revenuas over expenditures (16,678)
Other financing sources (Uses)

Proceeds from refinancing debt 20115
Net change in fund balances 33,437
Fund balances - beginning of year 47,840
Fund balances - end of year ¥ 81,277

See accompanying notes 1o the basic financial staternents, 7



NORTHWEST ACADEMY
Governmental Funds
Reconciiiation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental funds
to the statement of Aclivities
Year Ended June 30, 2004

Nef Change in Fund Balances - Total Governmental Funds $ 33437

Amounts reperted for governmental aclivilies in the statement
of net assets are different because:

Capilal cuflays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
oliocated over their estimated useful lives as depreciation expense,
Capital cullay -
Depreciation expense 112,942)

Debt issued provides current financial resources to governmenial funds,
but issuing debt increases long-term liabilities in the siotement of net assets.
repayment of debi principal is an expenditure in the governmenial funds,
but the repayment reduces long-term fiabififies in the statement of net assets.

Debt issued (5C,115)
Principal repaid 22,006
Change in net assets - governmental activities $ {7.614)

See accomponying noies 1o the basic financial siotemeants g



NORTHWEST ACADEMY
Fiduciary Fund
Statement of Fiduciary Net Assets
June 30, 2008

Student Achivities
Agency Fund

Assetfs
Cash 3 2.953
Investments 6.586
Total assets 3 14,539
Liabilities
Due fo student groups $ 16.539

See gocompanying noetes io the tasic inoncial statements. g



NOTE 1.

NORTHWEST ACADEMY
NQOTES TO FINANCIAL STATEMENTS
June 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Norfhwest Academy (the "Academy’] operates under a Board-Administrator form of
government and provides educafion services to ifs residents. The accounling policies of the
Academy conferm to accounting principles generally accepted in the United States of
America {GAAP) as applicable to governmentol units. The following s a summary of the
significant policies used by the Acagemy:

Reporting Entity

The accompanying financial statements have been prepared in accordance with criteria
established by Governmental Accounting Stondards Board Statement {GASBS) No. 14 [ond
amended by GASBS No. 39). GASBS 14 states the primary basis for determining whether
oulside agencies and crganizations should be considered component units of the Academy
and included in the Academy's financial statements is financial accountability, Financial
occountablity has been defined os foliows: A primary government has substantive authority
to appoint & voting majority of the component unil's board; the primary government is
either able 1o impose its will on o component unit or there 15 G poienticl for the component
unit fo provide specific financial burdens on the primary government; and the component

unit is fiscally dependent on the primary government. The Academy has no component
units.

Basic Financial Stotements - Overview

The Academy's basic financidd statements include both government-wide (reporting the
Academy as awhole) and fund finoncial siaiements {reporting the Academy's major funds).
Boih the governmeni-wide and fund financial statemenis categorize primary activities as
either governmenial or business fype. Governmental aclivilies, which normally are
supported by faxes andintergovernmenial revenues, are reported separately from business
type activities, which rely to a significant extent on fees and charges for support. Allof the
Academy's activities are considered governmental activilies.

Basic Financigl Statements - Government-Wide $tatements

The govemmeni-wide financial stalements report information on all of the nonfiduciary
activiies of the primary government, These sialements are reported using the economic
resources measurement focus and the ful accrual basis of accounting. As a generalrule,
ihe efiect of inferfund activity has been eliminaled from fhe government-wide financial
siaternents. The government-wide focus is more on operafional efficiency, the sustainability
of the Academy gs on entity and the change in the Academy's netf assets resuliing from the
current year's activitias,

In the government-wide Statemeant of Net Assets, the governmenial activities column is
presented on a consolidated basis. Due to the full accrual, economic resource Hasis, all
long-term assets andreceivables. as well as long-term debt and obligations are recognized,
The Academy's net cssets are reporied in three parts — invested in capilal assefs, net of
relatea debi: restricted net assets; and unresiriciad net assets. The Academy first utilizes
restricted resources 1o finance qualifying acfivifies.

10



NOTE 1.

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Financial Statements - Government-Wide Stotements - Continued

The government-wide Statement of Activilies, due to the full accrudl, economic resource
basis, records revenue when it is earned and expenses when alighility is incurred, regardless
of the timing of related cash flows. The Statement of Activitlies demonstrates the degree to
which the direct expenses of o given funcilion are offset by program revenues, Direct
expenses are those that are clearly identifiable with a specific function. Program revenue
includes {1} charges 1o customers who purchase, use or directly benefit from geods, services,
or privileges provided by a given function and (2) grants ond contributions that are restricted
to meeting the operalional or capital requirements of a paricular function. Taxes.
unrestnicied State Aid and otheritems not properly included among program revenues are

reporied as general revenue. Any net costs, by funciion, are allocated io the generdl
revenue,

Basic Financial Stafements - fund Financial Statements

The financial fransaciions of the Academy are reported in individua! funds in the fund
financial statements. The operalions of each fund are accounted for with a separate set of
self-balancing accounts thot comprise its assets, liabilities, fund equily. revenues and
expenditures. The emphasis in the fund finoncial statements is on the major funds in the
governmental aclivities category. GASBS No, 34 sets forth minimum criteria {percentage of
the assets, fiabiities, revenues or expenditures of the governmental funds) for the
determination of mgjor funds. The Academy’s major fund, as described below, is the General
Fund. The Acodermy has no non-major funds.

The governmental funds financial stotemenis are repored using the current financial
resources medasurement focus and the modified accrual basis of accounting. Revenues are
recorged in the accounting period in which they become both ovailable and measurable.
Revenues are available when received within the current period or within 40 days affer year
end. Expendiiures are recorded in the accounting period in which the liability s incurred
The exception o this general rule is principal and interest on general obligofion long-term
aebt, if any. is recognized when due.

The focus of the fund finaoncial statements is upon the determination of financial pesition and
changes in financial pesition {sources, uses, and balances of financici resources).

Government resources are aliocated fo and accounted for in individuat funds based upon
the purposes for which they are to be spent and the means by which spending activities are
controlted. The various funds are grouped, in the financial statements in this report. inio
generic fund types and broad fund calegories as follows:

Governmentat Funds

Governmental funds are those funds through which most school district functions
typically are financed. The acquisifion, use and balances of the Academy's
expendabie financial resources and the related curent liabilities are accounted for
through governmental funds.

General Fund - The General Fund is used 10 record the general operations of the
Academy periaining to educotion and those operatfions not provided forin other funds.
The General Fund is a major fund of the Acodemy.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Financial Statements — Fund Financial Statements - Conlinved

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the Academyin o trustee oragency
capacity for others and therefore are not avoilable to support Academy programs. Since
these funds cannot be used to address activities or obiigations of the Academy, these funds
are nof incorporated inte the government-wide statements, Fiduciary fund statements are
reported using ithe economic resources measurement focus and the accrual basis of

accounting. The foliowing agency fund is presented in the Statement of Fiduciary Net
Assets:

Studen! Activilies Agency Fund - The Academy presently mainiains o Student
Activities Agency Fund torecord the fransactions of student groups for schoot and
schoolk-reigted purposes. The funds are segregaied and held by the Academy for
the students.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and other accounts
that have the general characterislics of demand deposits.

Investments

Invesiments are stated af fair market value.

Capital Assets

Capital assets, which inciude land, buildings. equipment and vehicles are reporied in the
Statement of Net Asseds in the govermnment-wide finoncial statements. Capital assets are
defined by the Academy os assets that are purchased or acguired with an original cost of
$5.000 or more and an estimaied useful life in excess of one vear, Such assets are reported
ot historical cost or estimated historical cost. Contributed assets are reported at fair morket
vaiue as of the date donated. Addifions, improvements and ofther capital outlay that
significantly extend the useful life of an asset, or Increase its capacily or efficiency, are
copitalized. Cther cosls incurred for repairs and maintenance & expensed as incurred,
Depraciation on alt assels is provided on the straighi-line basis over the following estimated
useful lives:

Buildings and improvements 20-50 years
Fumiture and other equipment 5-15 years

Comparative Data

Comparative fotal data for the prior year is not included in the Academy's financial
stalements.



NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

BUDGETING /COMPLIANCE

The Academy is required under Public Act 621 1o adopt o budgei for the General Fund. An
annual budget is adopted on a basis consistent with generally accepted accounting
principles and State law for this tund. State law requires the Academy to have its budget in
place by July 1. Bxpendifures in exces: of amounts budgeted are a violation of Michigan
law. Stofe law permits Academies to amend their budgets during the year. Al annuai
appropriations lapse at year end.

The presentation of budgetary information is required for the General Fund. In the required
supplemental informatiion section, the Academy's aclual and budgeted expenditures for
the General Fund are presenied. The Academy did not have an excess of expenditures over
appropriations for the General Fund.

CASH AND INVESTMENTS

State statutes and the Academy's investmen! policy authorize the Academy to make
deposits in the accounts of federaily insured banks, credit unions, ond sovings and loan
associations that have an office in Michigan; the Academy is allowed to invest in U.S,
Treasury or Agency obligofions, US. government repurchase agreemenis, bankers'
acceptances, commercial paper rated prime af the time of purchase that matures not
more than 270 days after the date of purchase, mutuadl funds, and invesiment pools that are
composed of authorized invesiment venicles. The Academy's depasits are in accordance
with statutory authority.

Cash Deposits

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of o bank
fallure, the Academy's deposils may nof be retumed toit. At year-end, the carmying amount
of the Academy's depasis for both governmental activities and fiduciary funds was $51.913
and the bonk balonce was $53,047. Al of the bank balance was covered by federal
depository insurance. State statutes pronibit security in the form of collateral. surety bonds or
another form be token for the deposit of public funds.

Investments

Credit Risk - As of June 30, 2004, the Academy had oninvesiment in Wachovia open end
muiual funds of $6,586.



NOTES TC FINANCIAL STATEMENTS — CONTINUED
NOTE 4:  CAPITAL ASSETS

Capital asset activity for the Academy's governmental activities was as follows:

Balonce Bolonce
July 1, 2005 Additions Disposals June 30, 20064
Assets not being depreciated:
Land and improvements % 75000 % - $ - $ 75,000
Copital assets being depreciated:
Buildings and improvements 540,122 - - 540,122
Furniture and equipment 6933 - - 4,933
Subtotal 547,055 - - 547 055
Accumulaied depreciation:
Buildings and improvements §9.287 12,942 - 112,229
Furniture ond equipment 6,933 - 6,933
Subiotal 106,220 12,942 - 119,142
Net copital assels being depreciated 440,835 {12.942} - 427,893
Governmental aclivities nel
capital assets § 515835 % [12.942) % - 3 502.893

Governmental acliviies depreciation expense was charged as tollows:

Uncilocated 3 12,942

NOTE 5:  SHORT-TERM DEBT - STATE AID NOTES

The Academyissues State Ald nolesin advance of State Aidreceipis, depositing the proceeds in
the Generat Fund. This nole s necessary because a State Aid poyment is not received in
Seplember.

Short-term debt activity for the yvear ended June 30, 2006, excluding interest expense of
$1,051 was as follows:

Beginning ending
Balance lssued Redeemed Balance
State Aid Nois 3 4,075 3 30.000 3 28,479 ¥ £.59¢

14



NOTE é&:

NOTE 7:

NOTE 8:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

LONG-TERM DEBT

The following ts a summary of the Academy's govemmentaol activities long-term debt transactions
for the year ended June 30, 2004;

Amount
Que
Beginning Ending Within One
Balonce Additions  Reductions Bolonce Yeor
Leases payabie;
Building capital lease $ 433997 3 4467.185 5 439076 % 442006 %3 17,214

Long-term debi payable at June 30, 2004, is comprised of the folowing individual instrument:
Building capital tease:

$505.,185 building capital lease in monthly instaliments of $903

including interest at 6.5% through November, 2006 and $3,510

including interest at 6.5% through August, 2010, 1t is expecied

that the cutstanding amounts will be refinanced after those dates.

The lease is with o related part, Norhwest Academy Building Corporation.

The terms are identical 1o those that the lessor has with iis lender. $462,104

The annual requirements o amortize all governmental bond obiigaiions are as follows:

Year Ending June 30, Principal Interest Total
2007 $ 17,214 $ 29.409 i 44,623
2008 13,631 28,483 42,114
2009 14,544 27,570 42,114
2010 15,518 26,596 42,114
2001 401,199 4,334 405,533
Tobal 3 462,106 $ 116,392 3 578,498

Alllong-term debi will be liguidated from the General Funa. There are limitaticns and restrictions
contained in the various agreements. The Academy is in compliance with all significant
fimitations and resirictions.

RELATED PARTIES

in addifion to Northwest Academy Bullding Corporation notfed in the Long-Term Debt Note. the
Academy is reloted to North West Bookkeeping who confracts with the Academy for most of its
personnel, The contractor also keeps the accounting records for the Academy. Faymeants to
Norih West RBookkesping since January 1, 2006, the date the confract began, were $177.278
through the fiscal year endad June 30. 2006.

RISK MANAGEMENT

The Acodemy caries commercial insurance for olf risks of loss. The Academy pays an annudl
premium for its general insurance coverage.
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REQUIRED SUPPLEMENTAL INFORMATION



NORTHWEST ACADEMY
Required Suppltementary information
Budgetary Comparison Schedule
General Fund
Yeaor Ended June 30, 2004

varionce with

Original Final Final Budget
Budget Budget Actual Qver/{lnder)
Revenues
Local sources $ 4,065 % 2,041 3 7,403 % 5,362
Siate sources 411,899 472,564 470,282 {2.282)
Federal sources 17,250 17,481 18,613 $32
Interdistrict and other sources 9,397 11,034 11,034 -
Total revenues 442,611 503.320 507,332 4,012
Expenditures
Current:
Instruction:
Basic programs 244,809 226,797 227,211 414
Added needs 27,448 28,126 29136 1,010
Support services:
instructionat staff 11,811 6,882 7,247 365
Genercl administration 37.374 46,284 46,519 235
School administration 53,097 63.662 64,420 758
Business services 9,707 11.983 11,386 597}
Operation and maintenance 34,834 29,571 28,936 (£35)
Oper. & maint. - carpet & paint - 47,245 47 245 -
Central 6.91¢9 8,232 7,223 91
Debi service:
Principal 23,965 23,965 22.004 (1,959)
Interest 32,929 32,733 30.681 (2,052}
Total expenditures 484,515 525,480 524,010 {1,470)
Excess {deficiency) of
revenues over expendilures {41,904} (22.160) (16,678 5.482
Other financing sources {uses)
Proceeds from refinancing debt - 50,118 50115
Net change in fund balance {41,904) 27.955 33,437 5,482
Fund balance - beginning of year 47,856 47,840 47,840 -
Fund balance - end of year % 5,992 $ 75.795 k3 81,277 3 5,482

see accompanying notes 1o the basic financial statemeanis. 16



OTHER SUPPLEMENTAL INFORMATION



5in & 61h Grode

Art & Theater

Athletics

Community Service
Droma

Friends of NWA
CGraduation

hMusic

Off Campus Educational Activities
Playground Eguipment
Prom & Danceas

Science

Spanish

Student Assistance
Technology

Yearbook

Bank Interest / Charges
Luke Pace tMemeorial Fund

Toial

NORTHWEST ACADEMY
Other Supptemental Information
Statement of Account Balances

Fiduciary Fund
Year Ended June 30, 2006

Bajcnce 2005-2006

June 30, 2005 Receipts

Disbursements

Balance
June 30, 2004

$ 63 $ 5,314 3 3,783 $ 1,596
735 16 215 536
699 363 1,057 5
104 - - 104
- 149 149 -
1.472 13,745 8.071 4,144
220 126 219 127
494 1,489 1,798 185
71 - - 71
- 1.200 50 1,150
433 1,369 1,409 393
100 - - 100
100 268 13& 232
300 - - 300
200 - - 200
- 2,290 1,463 827
. 8 27 1?)
6145 441 - 6.586
$ 11,134 $ 23.780 $ 18,377 ¥ 16,539




INTERNAL CONTROL, COMPLIANCE AND QTHER MATIERS



4- Hl“ Schroderus & Co., LLP

= .
E |
ﬁ ! Certified Public Accountants & Consultants

September 2%, 2006

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GCOVERNMENT AUDITING STANDARDS

Northwest Academy
Charlevoix, Michigan

We have audited the financial statements of the governmental activities and the maior fund of Northwaest
Academy as of ond for the year ended June 30, 2006, which collectively comprise Northwest Academy's
basic finoncial stalements and have issued our report thereon dated September 29, 2006, We conducted
our audit in accordance with auditing standards generglly occepied in the United States of America and
the standards applicable to financial cudits contained in Governmenf Auditing Stondards, issued by the
Comptroller Generai of the United States,

Internal Control Over Financial Reporing

In planning and performmg our audit, we considered Northwest Academy's internai control over financial
reporting in arder to determine our auditing procedures for the purpose of expressing our opinions on the
financiat staterments and not to provide an apinion on the intermnal controt over financial repording. However,
we noted a certain matier involving the infernal control over financial reporting and its operation that we
consider to be a reporfable condition. Reporiabie condifions involve matters coming to our attention
relaling to significant deficiencies in the design or operation of the internal control over financial reporting
that, in our judgment, could adversely affect Northwest Academy's ability 1o record, process, summarize
and report financial dota consistent with the assertions of management in the financial staiements.

Documentation -~ The Academy has improved the support for amounts paid from ond received info the
Trust and Agency Fund. Bowever, further improvements should be made,

A material weakness is o condition in which the design or operation of one or more of the internal control
components does not reduce o arelatively iow level the risk that missiatements caused by error or fraud in
amounts that would be materialinrelation 1o the financial statements being audited may occur ond not be
detected within a timely period by employees in the normal course of perdorming their assigned functions,
Cur consideration of the interndl control over financial reporting would net necessarly disclose all mattersin
fhe infernai control that might be reporiable conditions and, acceordingly, would not necessarily disclose all
reporiable conditions that ore also considerad o be maieriol weaknesses. However, we believe the
reporiable condifion described above is a moieric! weakness.
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Superintendent and Board of Educofion
Northwest Academy
Charnevoix, Michigan

Complance and other matiers

As port of obicining reasonable assurance abouf whether Norihwest Academy's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, coniracts and grant agreements, noncompliance with which could have a direct and maierial
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an chjective of our audit, and accordingly, we de not express such an opinien.
The results of our tests disciosed no instances of noncompliance or other matters that are required 1o be
reported under Government Auditing Standards,

This report is intended solely for the information and use of the management and Board of Education ond is
not intended to be and should not be used by anyone other than these specified porties.

Wl l%ﬂmﬁwmi o

CERTIFED PUBLIC ACCOUNTANTS
Petoskey, Michigan



NO MANAGEMENT LETTER WAS ISSUED TO THE NORTHWEST ACADEMY I'OR
THE YEAR ENDED JUNE 30, 2006.



NO DATA COLLECTION FORM IS REQUIRED TO BE ISSUED TO THE NORTHWEST
ACADEMY FOR THE YEAR ENDED JUNE 30, 2006.



